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SUBJECT: LOANS FOR WESTERN BORROWERS 
REF: KUWAIT 3495 

1. CONVERSATIONS WITH LOCAL BANKERS CONFIRM INFO PARA 3 REFTEL 
THAT WESTERN BORROWERS INCREASINGLY INTERESTED IN OBTAINING 
KUWAIT DINAR (KD) DENOMINATED LOANS. KUWAIT INVESTMENT COM- 
PANY EXPECTS EXTEND KD LOANS TO AMERICAN BORROWERS SOON IN 
CONNECTION WITH CERTAIN INVESTMENTS CURRENTLY BEING NEGO- 
TIATED. ONE LOCAL BANK HAS EXTENDED TWO LOANS RECENTLY TO 
UK BORROWERS, ONE FOR A PROJECT IN AUSTRALIA. 

2. AN ISSUE WHICH HAS EMERGED IN CONNECTION WITH KD LOANS 
HAS TO DO WITH RECONVERTING DOLLARS OR OTHER CURRENCIES 
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INTO KDS AT TIME OF REPAYMENT. WE HAVE BEEN TOLD NORMALLY 
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IN LOAN AGREEMENT KUWAITI LENDER WILL AGREE ACCEPT SPECIFIED 
CURRENCIES AT EXCHANGE RATE PREVAILING AT TIME OF REPAYMENT 
OF LOAN. THIS WOULD REFLECT CENTRAL BANK POLICY TO ACCEPT 
CONVERTIBLE CURRENCIES FOR KDS, ALBEIT AT EXCHANGE RATE OF 
DAY OF TRANSACTION. MINISTRY FINANCE AND OIL OFFICIAL REMINDED 
EMBOFF THAT GOK AS MATTER OF POLICY MAINTAINING KD WITHIN 
2 1/4 PERCENT OF DOLLAR. 

3. DEVELOPMENTS NOTED PRECEEDING PARAGRAPHS LEADING TO TALK 
OF CREATING FORWARD MARKET IN KDS, PRESUMABLY HERE. SOME LOCAL 
BANKERS GIVING IDEA SERIOUS CONSIDERATION AND IMF EXPERT AT 
CENTRAL BANK KNOWN TO BE STUDYING QUESTION. SOME LOCAL OBSERVERS 
HAVE NOTED WHENEVER KUWAIT PARTICIPATION CRUDE OIL IS SOLD 

FOR KDS. THERE WILL BE AN INCREASE IN DEMAND FOR KDS AND THIS 
WILL ENHANCE FEASIBILITY OF FORWARD MARKET IN THE CURRENCY. 

4. COMMENT: WE EXPECT LOCAL BANKERS TO MAINTAIN PRESSURE ON 
CENTRAL BANK TO ALLOW DEVELOPMENT OF FORWARD KD MARKET HERE 
BECAUSE THEY SEE FORWARD MARKET AS HELPING THEM AVOID BEING 
SADDLED WITH EXCHANGE RESKS, WHICH IS ONE OF MOST SERIOUS DAY- 
TO-DAY PROBLEMS THEY FACE. 

STOLTZFUS 
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